us. o 397
Cits Sepp. 529 (DD.C 1987

in interpreting it, and in passing upon mo- ¢ o in d w0
tions and other requests from the parties. extent described sbove. ever, in
Further, as there stated, notwi ing light o j
the contrary views of the Regional Compa- in the record of the various ingredients
nies and the Department of Justice,®!® the that are necessary to an information trans-
Court has no doubt of its suthority to col mission system, juxtaposed aguinst the
tinue to do so, where there is no inconsist- need for precision (see¢ pp. 596-97, supra),
ency with the antitrust laws or the factors the parties and interested intervenors are
underlying the approval of the decree as vited to submit proposed orders, accom-
expressed in the Opinion scted panied by memorands, consistent with th
such approval. Opinion, detailing the necessary ingredi-

rdingly, with greater particularity.

t con

System, and the decres whi it actually regulsted by tarift.” AT &
gggsgwg F.Supp. st This cateh-all restric
reasoning: they had as their fundamental ion prohibits the companies from partici
.B. ” in
to ight ob*ai

_ can consumer, might benefit from today’s their control over the local monopolies.
-ngggg Id st 198 n. 267.
core

through & relamation of the information ,p 4pility to set anticompetitively. The
services restriction in the decres along the  ,oqrriction also reflectad the notion that, by
outlined above, the Court is prepared |imiring the Regional Companies to tradi-
tional local exchange services, the goal of
- ¢ ical te

exempt from the information services re- phone service would be furthered. West-
striction the transmission of informaton ern Electric Co, 592 F.Supp. at 856-38.




598 673 FEDERAL SUPPLEMENT

Whatever the theoretical basis for the
inelusion of this restriction in the decree,
the Court made it clear that a Regional
Company could petition for removal of that
restriction, and the Court would grant that
petition—it would “waive” the restriction—
if “there was no realistic possibility of
abuse of monopoly power.” AT & T, 352
F.Supp. at 195 n. 267.

The Court assumed at the time of the
entry of the decree that the Regional Com-
panies would not have any substantial in-
terest in entering unrelated businesses, and
that the line-of-business waiver requests to
enter non-telecommunications markets
would therefore be rare.®™

That expectation turned out to be errone-
ous. Instead of the occasional request for
a waiver for the operation of a cafeteris in
a telephone company building, dozens upon
dozens of far-resching requests were filed
almost immediately after divestiture. The
Court accordingly established procedures
for the handling of waiver requests, involv-
ing initial screening and recommendation

over ons hundred sixty waiver requests,
and the Court has grantsd every one of
these requests. AT & T Comments at
114 :
However, the Court has typieally i
posed four conditions as part of the gran
of the requests: that the new competitive

320. Ses Western Electric Ca, 592 P Supp. at 833
o 11, 858

321. The Cowrt has demied only requess thes

filed ostensibly purmmnt to sectioa
but thee
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business be opersted through a separate
subsidiary; that the subsidiary obwin its
own debt financing on its own credit, as
distinguished from that of the Regional
Company’s telephone affiliate; that the to-
tal estimated net revenues for all the non-
telecommunications activities engaged in
by a Regional Company pursuant to waiver
not exceed ten percent of that company’s
total net revenues; and that the monitoring
and visitorial provisions of section VI of
the decree shall apply to that subsidiary.
The purposes sought to be accomplished
by these restrictions included inter alis
the facilitation of the policing of the prohi-
bition on cross-subsidization; protection, to
the extent possible, of the financial sound-
ness of the local telephone companies;
making certain that the Regional Compa-
nies maintained adequate resources to com-
plete implementation of equal access; and
attempting to ensure that the Regional
Companies would not neglect and under
mine local telephone service by s concentrs-
tion on and the alloeation of resources to
entirely unrelated businesses. Western
Electric Co., 592 FSupp. at 870-72.58

The Department of Justice and the Re-
Zional Companies now request that the
non-telecommunications restriction be en-
tirely removed. Necessarily, this would re-
quire that the waiver process also be dis-
carded. It is convenient, for purposes of
analysis, to distinguish between the remov-
al per s¢ of the restriction and the disap-
pearance of the conditions that the Court
has customarily attached to waivers with

Elsctric Co.. 592 FSupp. at §70,

POy - QPR G -~
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respect to entry into non-telecommunica-
tons markets.

It seems fairly clear that the restriction
itself may safely be removed pursuant to
section VIII(C) of the decree. Almost all
of the parties and intervenors that have
addressed the section I[I(DX3) issue have
concluded that there is no substantial risk
that Regional Company participation in
non-telecommunications business would
permit leveraging of exchange monopo-
lies.3® That conclusion is also supported
by the experience that, {ollowing review by
the Department of Justics and the Court,
every one of the waivers requestad in this
field was granted.

More problematical is the cross-subsidi-
zation issue that the Court sought to ad-
dress in part by the conditions it attached
to the waivers. There is no question but
that the removal of the restriction on eatry
of the Regional Companies into non-tale-
communications markets does raise the
concern that their operations in these mar
kets will be subsidized by revenues extract-
ed from the rates that are being paid osten-
sibly for local telephone service. Indeed,

large amounts in this ares than in telecom.
munications-related markets.

In the opinion of the Court, while the
issue is by 2o means open and shut, the
balance of factors favors the removal not
only of the restriction itself but salso of the
conditions heretofore sttached to restrie
tion waivers. That balance is achieved in
part by several public policy or cost-benefit
factors (Part VII-B): (1) the waiver pro-
cess with respect to this non-telecommuni-
cations fleld places a substantial burden on
Regional Company planning and decision-
making; and (2) this process involves the
Court on a fairly significant scale in Re-
gional Company business decisions when
the final outcome, st least thus far, has
slways been the issuance of & waiver; and
(8) if the restriction itself has become obso-
lets, the retention of conditions becomes
somewhat unreslistic.

Absent weightier competitive considers-
tions than are present here and now,’™ it is
appropriate, therefors, thst these comps-
nies be freed of detailed judicial oversight
of their decisions. There is, of course,
independent philosophical utility in a depar
ture of a judicial body from the adjudics-
tion of matters that are not likely to
present substantial problems in terms of
compliance with the antitrust laws.*®

For these reasons, the Court will remove
the restriction embodied in section II(DX3)
of the decree on the entry of the Regional
Companies ints. noo-telecommunications
ventures. Cousistently with that decision,
the four conditions heretofore imposed as
part of past waivers of the section II(DX3)
restriction will also be dissolved.

at least conceivable that the FCC, posibly with
3 mandate from the Congress, will ses its way
clear to address this problem shouild &t assume
substantial significance.

328. Some have suggested, ag, Computer and
Equipment Masufacturers Amocistion

waiver process could result in the filing of a
geat number of separsie antitrust - suits
land. Por _




600 673 FEDERAL SUPPLEMENT

X
Conclusion

The purpose of the decree in this case is
not to assist one company or another, nor is
it to promote abstract antitrust theory or
divestiture as part of some broad ide-
ological scheme. Rather, it is the decree’s
purpose to allow consumers to reap the
benefits of competition in telecommunica-
tions that competition has generated for a
hundred years or more in 3 myriad of other
fields. It is with that basic philosophy in
mind that the Court has approached the
present set of motions, requests, and re-
ports.

A. Core Restrictions

Although it may be difficult to recall this
now, the fact is that for thirty years prior
to 1984, the Congress, the courts, the Fed-
eral Communications Commission, and
state regulators wrestled with the problem
of wh;t to do about t.ho Bcll Synum mo

That root was the control by the Bell
System of the local telephone switches—in
which it had a monopoly—end its simults-
neous presence in several other markets
(long distance, telecommunications manu-
facturing, and information services)—in
which it had competitors. The competitors
326 Ses generally, Purt 1, supre.

327, Ses Part [I-A, apre.

in each of these markets were suffering
from an insuperable disadvantage: they
could reach their ultimate customers only
by connecting their circuits and products to
the Bell System's local switches, the only
technologically available avenue to the
homes, offices, and factories of America
where the individual telephone insruments
are located. It followed that these compet-
itors were at the mercy of the Bell Sys-
tem’s managers, who could with ease dis-
criminate against them by such practices as
delaying interconnections, providing inferi-
or connections, charging exorbitant prices,
or refusing to attach competitors’ products
altogether. The Bell System was also able
to subsidize its compet'='ve products with
funds syphoned off from the monies paid in
by the ratepayers, thus to undercut the
prices charged by independent firms and
drive them out of business.

The quite predictable result was that no
independent long distance, manufacturing,
or information company ever really got off
the ground: for practical purposes, the Bell
monopoly remained just that Since exhor
tations, regulations, and orders requiring s
cessation of the Bell System's activities had
proved fruitless, the remedy adopted in the
decree, as simple as the problem itself, had

but two basic aspects: first, the divestiture '

from AT & T of its local monopoly affll-
iates (thus forcing AT & T°s other entsr
prises, all competitive, to stand or fall on
their own); and second, an ovder prohibit-
mgthomwmmofthcbalhouknoch

alresdy begun to bear fruit for the benefit
of competition and of the users of the
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strictly dependent for local connections
upon the Regional Company monopolies. ™
Second, it is said that there are now seven
Regional Companies instead of one nation-
wide Bell System. While that is certainly
Tue, it is not a new development; it was
foreseen and even mandated by the very
decree that requires s future change in
circumstances before the line of business
restrictions may be removed. Moreover, in

entry of the decree, federal regulation can

When the law and the facts are thus
examined dispassionataly, it becomes readi-
ly spparent that there is Jess to the Region-
al Company contantions than meets the
eys. Indeed, had it not been for the drum-
beat of & wide-ranging public relations
campaign, no one would have sericusly eo-
tertained the proposition that s solution
arrived at after o thirty-yesr struggle, that
had caused a major and wrenching change
in the structure of the industry and the
habits of most American tslephooe users,
should be jettisoned in substantial part af-
ter a mere three years, particularly when

533, Ses pp. 539-40, mpre.
333. Ses pp. 347-48, 555-36, ngre

the changes that have occurred in the inter
im in the power of those who conul the
local switches are insignificant.

If the interexchange and manufacturing
motions were granted, the telecommunica-
tions industry would be back where it was
when these struggles began. The Regional
Companies would have the same incentives
as well as the same means for discrimina-
tion, manipulation, and cross-subsidization
that the Bell System possessed before the
bresk-up.

Once before, in 1958, an antitrust suit
against the Bell Systam was abortad preci-
pitously by s Department of Justice deci-
sion,™ and that step laid the groundwork
for many years of turmoil and travail in the
industry, the courts, the regulatory com-
missions, and the Congress. That history
must not be repested. This Court cannot
and will not lend its authority to so self-de-
feating an entarprise. It is therefore deny-
ing all the requests for the removal of the
core restrictions of the decres.

B. Transmission of Information and
Cateh~All Restriction

At the same time, the Court is ordering
the removal of two other restrictions where
this will yield significant benefits without
serious risk of harm to competition. =~

First The wideranging yet diffuse
“catch-all” restriction on the entry of the
Regional Companies into all non-tslecom-
munications marksts is being repealed out-
right. Experience has shown that no sub-
stantial purpose is being served by requir
ing the Regional Companies to petition the
Court whenever they wish to enter a busi
ness having no direct relationship to tele-
communications, and where the risk of ant-
competitive activity is relatively small. In-
deed, the Court has to date grantad over
160 “waivers” of this restriction and re-
fused none. Although some danger of im-
proper crosa-subsidization remains, the
benefits from a removal of this restriction
outweigh that danger in this eircumstance.
Elimination of the restriction will also have

3134. Part VI, npva
338. Ses pp. 529-30, 535-3, npre
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the beneficial effect of permitting the Re-
gional Companies hereaftsr to make deci-
sions with respect to substantial segments
of their business without day-to-day in-
volvement or supervision by the Court™™

Second. One of the core restrictions of
the decree prohibits the Regional Compa-
nies from providing information services.
The Court is retaining that restriction inso-
far as it involves the generstion of informa-
tion content, for the same resson that it is
retaining the other core restrictions. If the
Regional Companies had the authority to
sell information in competition with other
providers of these services, their control of
the networks essential to the distribution
of that information would give them the
same ability to discriminate aguinst com-
petitors as they have with regard to inter
exchange servicss and the manufacture of
telecommunications equipment.™

That does not mean, however, that the
public must be deprived of the revolution-
ary changes that are possible if informs-
ton, instead of being transmittsd only by
current methods,™ can also be made avail-
able to vast aumbers of consumers instan-
taneously by means of the tslephone net-
work. Other nstions—France in particular,
but also Japan and Grest Britain—have
experimentad with such an innovative use
of the telephone system, with some consid-
erable success. The French Telete! systam
—which may for present purposes serve as
s rough guide in this regard—has some
three million subscribers and s used to
supply to these subscribers immediats sc
cess to about 4,000 independent services
supplying specific informstion upom re-
quest in such fields as banking and broker
age, shopping (svailability and prics), travel
(schedules and reservations), ticksts to en-
tartainment and sporting events, employ-
334 Part IX apre
337. Pat V, apra
- 8 l’.;.byenmﬁunpuhﬂclﬂnmm

the mails, or by advance subscription to

d-ddn.tgumnknm

500, Ses Part VI, agpve
348 Pant VIIL mpve

ment availability, language instruction,
governmental notices, schedule of meetings
of sssociations, reprints of newpaper and
magazine articles, and others.

The Court has concluded that the appar
ently competing intsresta-—preventiona of
monopolization of information services ver
sus broad availsbility of such services to
the public—can be reconciled by severing
for decree purposes the generation of infor
mation content (which will remain prohibit-
ed to the Regions! Companies) from the
transmission of information services (which
the Regional Companies will be allowed to
provide).™®

The Court will accordingly lift so much
of the information services restriction as
prevents the Regional Companies from con-
structing and operating a sophisticatad net-
work infrastructare *® that will make poe-
n‘blo the transmission, on & massive scale,

Nommhow'ﬁmqm
this revolutionary means of transmitting
useful, readily-available information will
find acceptance in this country to the same
extent as it has elsewhere. But the Court
believes that it should do what it legit-
imately can to foster the svailsbility of
such a service. ,
mwmmmmw
advance the objectives of the decres as the
Court understood them when it spproved
that decree in 1962, and in its rulings sincs
then: (1) the estadlishment in the talecom-
munications industry of conditions of fair
competition, freed from of the heavy hand
of monopoly; (2) the protaction of the gosls
of universal service and of ressonable rates
for those who could not otherwise afford
telephone servics; and (3) the encourage
ment of innovation, to the end that the full

341, In order © receive this information in use-
ble form, thess conmmaers will not require, as
now, & complex PEX 1© unscrambie sad receive
it, or evan a fullfledged computer terminal:
Mwiﬂulyudhhnwhhaﬂd a2
“dumbd wrminal”—e eistively inexpensive in-
strument that could be sold both by the Region-
ummndbymmm
“ -
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MOBILE RADIO SERVICES

Cellular radio, conventional mobile 'celepl'xr:ne,1 offshore radio
sexrvice, rural radio service, specialized mobile radio, air-ground radio
telephaone, maritime mobile services, and paging services offer
subsc:rg.bers ane- ar two-way canmmunications through mobile receiver
units.” The geographic scope of any particular service depends on the
location, height, and power of the individual transmitters con in
a mobile radio system, all of which are prescribed by FCC licenses.

The services vary widely in sophistication.

Each mobile radio service uses radio tranaemitters, mobile
receivers and central control facilities. The central amtxol
facilities are connected on cne side to the landline telephone network,
and on the other to radio transmitters dispersed in the field to provide
broad geographic coverage. Comnecticn to the landline network is
usually over dedicated access lines; comnection to the field transmitter
is over a lard line cor radio microwave facility.

Paging services convert a message initiated by a seven-digit,
lardline telephone call into a radio signal transmitted to a specified
paging unit ("beeper"). Thesignalasdecodadbytmmxitnuybeu:ne-
only, tone-plus-voice, mumeric, or alphanumeric. A single transmitter

"‘nu FCC has assigned forty-four channels (eighteen i{n 150 MHz band and twenty-six
in the 450 Miz band) for two-way common carrier mobile services. See 47 C.F.R. section
22.501(b). These channels were originally sllocated separstely between wireline and non-
wireline licensees. This separate allocation schems was eliminated in 1964. See. e.g..
Elimination of the Separate Frequency Allocstion Structure in the Public Land Mobile
Services. 99 F.C.C.2d 311 (1984). In addition. the FCC has assigned twelve channel blocks
in the 470-512 MHz band in certain aetropolitan aress for two-way common carrier mobile
services. See 47 C.F.R. section 22.501(k). The use of all two-way channels has declined
in those major setropolitan areas where cellular radio services have been initiated. 1In
these areas. the two-way channels sre used %o a greater extent for the provision of paging
services.

2
See generally 47 C.F.R 22.1 et seq.: 47 C.F.R. 90.1 et seq.: and 47 C.F.R. 94.1
et seq.

3500 generally. 47 C.F.R. sectioas 22.100-22.121: 90.171-90.217. 1Ia addition. a
common carrier mobile radio liceasee must demcnstrate the absence of interference with any
user of the same frequency within certain prescribed distances. See 47 C.F.R. 22.15. The
propagation charscteristics of the varicus frequency bands allocated by the FCC for mobdile
radic services will differ depending upon the terrain. PFor example. a transmission on a
VHF frequency (150 MNz) will travel further over s relatively flat terraia than an
equivalent transaission oan an $00 Mz channel.

‘Rupondinc to increased demand and to industry requests for additional spectrum,
the FCC in the last four years has incresased the number of common carrier paging channels
from eight (four in 150 MHz band and four ia 33/43 Mz band) to seventy-three, by adding
twenty-eight channels in the 35/43 Miz band and thirty-seven channels in the 900 MHz band.
As with common carrier two-way mobdile channels. the paging frequencies originally were
sllocated separstely between wireline and non-wireline licensees. In addition to

permitting services provided on exclusive paging frequencies. the FCC's rules permit
Common carrier paging services on certsin channels allocated for conventional mobile radio

Service. s long as the station has the technical capability to provide two-way services.

M
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generally covers a radius of about twenty-five miles. Centxral contro)
facilities connected to multiple transmitters by telephcne lines or
microwave facilities provide broader coverage.

Ceg.lular radio is a high-capacity two-way mobile telephone
service.” A cellular system is divided into numercus cells, each of
which has its own, low-power transmitter operating on a subset of the
333 channels. The individual cells are all linked to a mobile telephone
switching office (MIsO), which coordinates overall operation, and
concentrates traffic for distribution among cells ard with the public
landline network. Access to and from lang-distance services is
generally through the local, landline exchange; a few cellular systems
camect directly to interexchange carriers. A typical cellular system
will cover between 75 and 100 percent of a Metropolitan Statistical
Area, camprised of ane or more urban areas and suwrrounding cammumnities.

Most other mobile services are variations on these two models.
Conventional mobile telephone services provide a service similar to
cellulgr, using a lower-capacity techrnology suitable for low-density
areas. Maritime mobile radio units are used for camumnications between
land stations and boats; air-ground mobile services are used between
land and air stations; offshore mobile stations serve offshore locations
in the Gulf of Mexico; rural radio stations serve locations unserved by

(footnota(s) continued)
See 47 C.F.R. section 32.501.

s'nn Federal Communications Commission has asuthorized two cellular systems in each
cellular geographic service sres (CGSA). Cellular Communicstions Systems. 86 F.C.C. 24
469 (1981). (The FCC generally based its CGSA delinestions on an sres's corresponding
Metropolitsa Statistical Ares). The FCC's rules reserved one of the two licenses in esch
CGSA for the local wireline telephone company affiliate. while the second cellular
franchise was made available to all other entities. Cellular Communications Systems.
SUpES at 487-93. Many of the applicants tor the second license have been radio common
carriers. There were many applicants for the non-wireline authorizations in each of the
top ninety markets. and the licensing of these systems. particularly in the top thirty
markets. took longer than the licensing of the wireline systems. Non-wireline eatry into
the top ainety cellular smarkets has thus generally come six months to & year later ‘than
entry by the wireline systea.

.'re make a mobile-to-land call. a subscriber dials s number on the telephone
handset in 2is vehicle. T2e bandset scans the available channels (seven of twelve,
depending on the ares) to £ind one thet is clear. The sudio tones are converted to an M
radio signsl. which is transmitted on the sppropriste frequeacy to & base station sntenns.
This anteans separstes and decodes incoming signals. and sends each signal by telephone
wires or microwave to the mobile telephone switching office. which intercomnects with the
telsphone company's locsl switch. PFrom there, the call travels over the public switched
telephone network to completion.

Service is provided over a single bese station transmitter im esch service area.
which can send and receive signals over a twenty-five-mile radius: trsnsmitters can be
linked to provide broader coverage. The capacity of & coaventionsl mobile radio syatem is
defined Dy the number of frequencies. In genersl. each sssigned frequency (or channel)
can accommodate only one telephone call. )




- 4.3 -

local landlines; and specialized mobile radio services provide two-way
services to mobile units similar to cellular radio and conventional
mobile radioc services. Specialized mobile radio services posgess
neither the capacity nor the quality of cellular radio calls.

Mobile radio services remain substantially more expensive than
landline. Table MB.l. Nevertheless, in the past five years, rapidly
improving technology and the development of campetition have lowered
boﬂzsubsa-zberequigmtardarﬂserviceprices, in same instances by
several hundred percent.” Most cammon carrier mobile services are -
intrastate, and therefore subject to state PUC regulation. Many but not
all states have deregulated and detariffed cammon carrier mobile
services. In a recent decision, the FCC detariffed interstate
conventional mobile and paging services.’

10
Table MB.1. PRICE RANGES

One-Way Two-way
Subscriber $75-100 $800-4000
Equipment
Service Initiation voe $0-50
Monthly Charges $3.50-35 $5-60
Airtine $.10-.65/page $0.14-2.00

or flat rate /minute

71: addition to these mobile radic services. there are 8 variety of private land
mobile radio services. including publiic safety radio. special smergency radio. industrial
radio. land transportation rsdio. and radiolocatica services. See generslly 47 C.F7.R.
90.1. et seq. Private radio services are restricted to eligible entities for each
service. Tor example. a license for s private radio mobile station in the local
government radio service may be issued only to “"any terrvitory. possessioca. state. city.
county. town or similar governmentsl eatity ...°. See 47 C.F.R. 90.17(a). Ia addition.
all private redio services except for specislized mobile radio and private operatiocnsl
fixed microwave are used for internal communications needs and cannot be offered to third
parties on a for-profit basis.

8
The most modern alphanumeric pagers. for example. use digital technology to
encode and compress messages. making such more efficient use of available radio spectrua.

’ .
RCCs nevertheless remain subject to the general statutory directive that they
charge just. resascnable and noa-discriminatory rstes. and must answer to rate aand other

complaints filed with the FCC. See. e.g.. Preemption of State Entry Ragulatioa in the

Public Land Mobile Service. CC Docket No. 85-89. RM-4811 (rel. March 31. 1986).

10
Sources: RBOC and Telocstor submissions.

nnn price for subscriber equipment for air-ground services is $5000-$6000 per
unie.
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As prices have dropped, use of mobhile services has mushroamed--
approddmately doubling, in all markats, every one to three years. The
rumber Of pagers in use natiorwide grew frum about 900,000 in 1979, to
2.2 million in 1982, to about 6 million today, and will grow to a
projected 10 million in 1990. The new network paging services are
expected to satisfy a pent-up demand of 359’@ subscribers, and
projected 1.5 million subscribers by 1990. Cellular radio services
arrived on the scene in 1984; between 350,000 and 450,000 customers
subscribe today, andlge projection is for ten million cellular
subscribers by 1990.

The technological frontier for all mobile services is regional ard
ﬂmnaﬁ.malmtg?ﬂd.rg. Several foreign countries already have such
systams in place. In 1982, the FCC allocated new paging chammnels for
the development of natiorwide paging networks. Some RCCs have already
bequn to use microwave or satellite techrology to comect transmitters
for coverage that ranges from several countier to an entire state.'® In
August 1984, the FOC selected by lottery three crganizations to
establishnatiauidepagirgmtumiabymkirgtogep'srlocalpagirg
service providars to ariginate and terminate Bages.1 Natiorwide paging
systems are expected to come an-1line in 1986.

utstmns of subscription levels tend to vary widely: private and substantially
deregulated providers do not resdily supply this inforsation. One March 1986 news
account., for example. noted that a recent study by an industry trade group placed total
cellular radio subscribership at the end of 1985 at just under 350.000. while another
almost coatemporanecus study estimasted 250.000. See CTIA: Cellular Subscribership
ITripled in ‘63, Communications Veek 22 (Mar. 31. 1986).
urnd!.uonu radio-telephone service has aslso grown. from 186.000 users in 1982,
to 345.000 ia 198S5. with demand of 1.5 million expected by 1990. Cellular radio systems
sre. however. entirely displacing conventional two-way service in markets with
concentrated desand.

“Cnndd. Jepan. snd Great Britain have each suthorized nationwide cellular radio
systems. See Cellular Radio Comes to Britsin. Furopean Telecommunications 8-9 (Jen.

Taziff oa Switches and Callular Radio Equipment. Cosmerce Daily (June 27, 1985). Norway.
Denmark. Swedea and Pinland have established a mobile telephone systeam thet serves the

entire, four-country region. See The Nordic Mobile Telephone System Sets the Stage for
Putyre Mobile System. Telephony. 54-36 (July 23. 1984).

“\M‘o-uu paging does not yet represent a significant part of RCC revenues. and
it is likely that demand for paging services will resain principally locsl.

ugo_c FCC Grants Licenses to 3 Compenies to Suild Nationwide Paging Systems.

Communications Week 23 (Aug. 13, 1984).

uSubsetibon will bDe able to access these networks by disling sn 800 number.

See Telocstor. December, 1983. at 70. The network organizers are CyberTel Beep USA
Nationwide Paging Partnership. National Satellite Peging. Inc.. and Nationwide Paging
Network.
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Cellular licensees are similarly attempting to enlarge their
systans' coverage through intercomection arrangements with other
licensees. In creating the cellular service, the FCC stated that ane of
its primary goals was to encourage the natiawide availability of
cellular service. Recent develcpments in cellular technology permit
interswitch hand-off, so that a call in progress is not cut off when a
custamer moves from ane MISO's service area to another's.'’ Eventually .
calls will be handed off between MISOs in much the same transparent-to-
the-user way as they are now handed off between cells. .

SUPPLIERS

Ancngthep:vvidersofmbilesezvicesanm,radiocamm
carriers (RCCs) and private carriers. The FCC has repeatedly concluded
thatcarpet;.;d.minﬂnpmvisimofmbilesexvicnsisbomvim
and robust.

Who provides which services where is governad in the first
instance by three largely independent tiers of regulation.

The FCC, to start with, assigns radio spectrum. It authorizes
milemmgmrmmamm--mwﬁeraﬂ
private carrier. The FCC has grantad two cellular radio licenses in
each market. It reserved one for the established, landline LEC, and

“At present. a call is simply discoanected when a sudbscrider drives beyond the
local cellular system's coverage area. If the sdjscent region is served by snother
cellular system. the customer can redisl the call. The call will be processed
automatically by the second MNTSO only if the carriers operating the two systems have a
"roamer” agreement. Otherwise. the customer will be asked to supply the second carrier's
operator with a credit card number for billing.

”s«. e.g.. Elimination of the Separate Prequency Allocatiom Structure in the
Public Land Mobile Services. 99 F.C.C.24 311 (19%84).

j
k

2°Co-en carrier services are regulated under 47 C.F.R. 32.1 st _seq. Private land
mobile services are regulated under 47 C.F.R. 90 et seq. A private carrier is permitted
to offer commercial services only te subscribers who are eligible users under the FCC's
rules for a particular private mobile service. See. e.g.. Specisl Emergency Radio Service
Rules. 47 C.F.R sections 90.33-90.55: Industrial Radio Service Rules. 47 C.FP.R. 90.59-
90.81. Por certain private radio services. however. such as specislised mobile radio and
private operational fixed microwave services. the eligibility restrictioa is caly ainimal
and licensess ate sble to offer mobile services to customers that would otherwise obtain
service from s common cerrier mobile service. A private carrier generally provides the
same sarvices and uses the same equipment as & common carrier system. However. most
private mobile radio frequencies say be shared by an uniimited number of licensees. See.
e.g.. 47 C.7.R. sections 90.75. 90.171-90.185. The FCC's cules currently prohibit SMR
licenses from being awarded to any wireline common carrier. See 47 C.P.R. 90.352 and
90.6013.
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awarded the other among competing applicants.’ The Commission has,
however, allocated chamnels far use by multiple private and public
providers of one- and two-way paging services. For example, in 1967,
the FOC allocated one half of the "guardband” frequencies used for
pagin%pm'pcses to wireline telephone companies, the other half to the
RCCs. Private radio frequencies were allocated to eligible entities,
which often did not include LECs.

Seccndly,manymbileandpagingsexvic&sg'eintrastate. Many
states regqulate cammon carrier mobile services, and same restrict new
carrier entry by requiring a showing of public need for new service, a
demonstration that existing service is not satisfying demard, or a
showing that new entry will not harm existing carriers. Other states
apply variocus technical, financial and public need standards that often
delay, restrict or increase the costs of entry. Even in states with
relaxed entxy barriers, administrative processing delays can prevent
state authorization for a year or more. In response to these regulatory
restrictias,ﬂntﬁ:haspnmptedmigasstatemtrymgulatimfor
caventional mobile and paging services.

Finally, the MFJ restricts the geographic range of mobile services
offered by the BOCs. BOCs may provide intralATA mobile exchange

ns_o;. Cellular Cosmunications Systems. 86 F.C.C.2d 469 (1961). on
reconsideration. 89 7.C.C.2d 58. on further reconsideration. 90 F.C.C.24 S71 (1982). In

the FCC's view. the reservation of frequencies for wireline carriers “constitutes the most
practical., and quite possibly the oaly. way to achieve the Commission's twin goals of
making quality mobile telesphone service availasble to the pudlic es rapidly as possible

vhile promoting competition whenever fessible.” Memorandum Opinion and Order on
Reconsideration. supra. #9 7.C.C.2d at 70.

2ZMBM2 of Part 21 of the Commission's Rules. 12 7.C.C.24 841 (1948). recon.

denied. 14 7.C.C.2d4 269 (1968). aff'd sub nom. Radioc Relsy Corp. v. F.C.C.. 409 r.24 322
(20d Cir. 1969).

a3
Generally. the states do not regulate private rsdio services. Lately.

however. s few states have sought to assert jurisdiction over private radio services. such
as specialized mobile radic. that are offered to third parties on a for-profit bdasis.

u Preemption of State Entry Regulation of the Public Land Mobile Service, CC

Docket No. 85-89. FN-4811 (rel. March 31, 1986). This decision was ultimately stayed dy
the Court of Appesls in view of the Supreme Court's recent decisioca in lLouisisns Public
Service Cosmission v. Pedersl Communications Commission et al.. __ U.S. __ (No. 834-871,
May 27. 1986). A court of sppesls recently reversed the FCC's order preempting state
entry regulation of cosmon carrier paging services provided oa FM subcarrier channels.
See Californis v. ¥.C.C. __ ¥.24 ___. (No. 85-1112, D.C. Cir. Aug. 22, 1986). 1In
addition. the FCC has preeapted state regulation of naticowide paging services.
Memorandum Opinica snd Order oa Reconsideration (Part 2). 93 F.C.C.2d 908 (1983). The
Cosmission recognized that state entry and techmicsl regulatios could impede the
development of nationwide paging services by frustrating eatry of network affiliates and
by preventing the industry to develop national technical standards necessary to an
effective nationwide paging network.
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services of any description, inside or cutside their own LATAs, but may
not ope{sate any interLATA mobile or paging services without obtaining a
waiver. Since divestiture, the regional campanies have requested and
received numercus clarifications and waivers permitting them to provide
interLATA mobile and paging serviceszsand to expand the geographic scope
of their mobile and paging services.

Altrazghtherze7hasbeensarecmsolidatimmaxgﬂiemmthe
last several years, ”ccmpetitim in the provision of paging services is
especially vigorous. Table MB.2. RCCs are now offering paging
service in over 3700 camunities throughout the United States. At
present, almost 750 radio common carriers serve about 75 percent of the
market. Many areas are served by multiple RC%S, particularly in states
that deregulated RCC entxy several years ago. In the NYNEX territory,
for example, there are forty paging campanies providing service to over
500,000 pagers. RCCs also face the potential for competition from M
and TV broadcast stations, midxcanuseﬂ'\&itpmerf\ntransnittersto
provide paging over subcarrier frequencies,” and from private paging

zslcforo divestiture AT&T requested on behalf of the BOCs a blanket waiver
permitting the BOCs to operate mobile systems without regard to LATA boundaries. 1In
response to DOJ opposition. the waiver was modified to cover interLATA cellular radio
operations in only nine specific geographic areas. On November 1. 1983. the Decree Court
granted the waiver., subject to certain conditions. 1Ia its decision. the Court observed
that market dboundaries for landline services bear no technical or economic relationship to
the natural boundaries for cellular markets. United States v. Western Electric Co.. 578
F. Supp. 643 (D.D.C. 198)3).

z‘s... e.g.. United States v. Western EKlectric Co.. 578 F. Supp. 643 (D.D.C. 1983)
(Decree Court approved waivers permitting interLATA cellular service ia nine markets vhere
cellular systeas, as approved by PCC, extended across LATA boundaries): QOpinion. United
States v. Western Electric Co.., Civil Action No. 82-0192. (D.D.C., filed February 26.
1986) (approving waiver to permit Pacific Telesis to scquire Communications Industries.
Inc.'s interexchange paging and conventional mobile telephone facilities. but requiring
Pacific to dispose of interLATA microwave links used with these services). See slso
Orders dated June 20. 1986. (granting waiver requests by Bell Atlantic and Ameritech to
provide interlLATA paging services).

4
2 Metromedia. MCCA. and Page America. for example. have been aggressively

acquiring local paging and mobile radio operatioans.

z‘s.o. e.g.. Elimingtion of the Separate Prequency Allocation Structure in the
Public Land Mobile Services. 99 7.C.C.24 311 (1984).

z’!ot example. in Florida which deregulated entry in 1979. seven RCCs serve
Daytona Besch. seven serve Port Lauderdaie and nine serve Miami.

30’” example. American Diversivied Capital Corporations's Telecommunicetions
Group announced it would begin offering the first nationwide paging service over MM radio
broadcast bands in late 198S. using a porticn of the broadcast spectrum used by C38-
sffiliated radio statiocns in seven major markets around the country. See Nationwide
Paging Service Announced. Communications Week 6 (Apr. 1. 1985). The technology for paging
on FM and TV broadcast stations. however. has not developed as quickly as anticipated.




- 4.8 -

operatians. The top eight RCCs acoount for only about 30 percent of all
paging subscribers, while the top eight wireline carriers serve between
20 to 30 percent. Pacific Telesis serves approximately 10 percent of

the paging subscribers, or about as many as Metrumedia. The other six
BOCs each serve about 2 to 4 percent of the market.

The most significant recent changes in RBOC participation in these
markets have resulted fram their acquisitions of RCC operations.
Pacific Telesis bought the paging operations of Comumnications
Industries, Inc., which was then the fourth largest provider with a 6
percent market share and cperations in seven states. NYNEX purchased
certain paging operations of Lin Brovadcasting Cm:poratig\, the eleventh
largest provider serving about 1 percent of the market. Sauttwestermn
Bell is now proposiry o acquire all of Metrumedia's paging cperations,
which would make Southwestern the largest paging campany in the camtry
with about 14 percent of the naticawide market. BellSouth has exscuted
an agreement with Mobile Communications Corporation of America (MOXA) to
acquire 15 percent of that company. These acquisitions haveextendad
BOC operations cutside their, regions, bringing BOCs into head-to-teed
campetition with each other. Figure MB.3.

T e TRE sy e w—

Campetition in cellular markets is developing rapidly. In te
last four years the FOC has granted cellular radio licenses for btoth
wireline and non-wireline systams in the top 120 markets. It has
authorized the constzuction of wireline cellular carriers in anothex
thirty to fifty markets. Wireline service is available in eighty-two
of the ;gop ninety markets, non-wireline in forty-six of the top
ninety. As of August 1986, both the wireline and non~wirelins

1 )
Telocator Bulletin. February 14. 1986, at S.

RCenvcntionn mobile telephone services are available in over 2900 cosmunities
throughout the country. As in local paging markets. most sress are served by aumarcus
mobile radio providers. Competition among mobile radio providers is significent. In meny
areas where cellular radic services have come cn line the demand for conventiomal mobile
services has diminished due to the greater reliability and quality of cellular services in
comparison to the older two-way technology.

The BOCs are sajor providers of mobile radio services. DBecause of the FCC's
original spectrum division smong vireline and radio common carriers in the assigament of
mobile frequencies. the BOCs were ususlly able to coastruct wide-sres two-way aetworks
covering vast geographic aress. For example. Pacific operates s state-wide. two-way
service in California oa the VY two-way frequencies. As with paging snd cellulsr redio
services, some 80Cs are seeking to expand their mobile operstions outside their regions
through the acquisition of RCC fecilities.

”thuno systems are leading the race beceuse the FCC licensed them first.
During the “headstart” period. the non-wireline operator will usually resell tbe wireline
service. to develop a customer base that can be readily transferred tq its owm system oace
it becomes operational. The FCC has required cellular operators to permit the resale of
their services by independent resellers. The FCC has also kept cpen the possibility of
delaying the initiation of wireline carrier operations for up to six months. But the
Commission has not in fact imposed the waiting pericd on sny wireline carrier.




Table MB.2. PAGING SYSTEM OPERATOR MARKET SHARES
{1988 percent of pagers)

Non-Wireline
2 Sof-wireline
Metromedia 10
Graphic Scanning 6
Mobile Communications Cor. 6
McCaw Communications 4
Paging Network 2.5
Page America 1.4
Metrocall 1
Ram Broadcasting 1
Crien Comm. 0.8
Cosmunications Properties 0.8
Omni Communications 0.6
Qualicom 0.6
Radiofone 0.5
Message Center Beepers 0.3
Cox-Cybertel 0.3
Daniels and Associates 0.3
Ansver lowa 0.2
Others 33
Total Non-wireline 70
Wireline
3

Pleitic Telesis 10
NYNEX s 3-4
Southeastern Sell 3-3
Bell Atlantic -3
US West 2-3
BellSouth 2-3
Ameritech 2-3
GTE 1-2
Others 1-2
Total Wireline 3o
Total Pagers 5.900.000

qure-: Radio Communications Report (Mareh 15. 1986): The Lastera Management
Group: and discussions with Telocator and RBOC representatives.

szthvo-tcn Bell has proposed to purchase Metromedia’'s paging interests.

3!0::03“90 includes pagers scquired in merger with Communications Industries.
Ine.

4
Percentage accounts for the acquisition of Pageboy paging facilities.

shtccntnqc does not include proposed acquisition of Metromedia's paging
interests.




PACIFIC TELESIS REGION

geliSouth/MCCA
New Vector (US West)

— Celiylar
— Cellular

US WEST

Communications Ind (Pactel)
Communications Ind (Pactel)
A. Beeper (Bell Attantic)

NYNEX REGION'!

— Cellular | |
— Paging
— Paging

SOUTHWESTERN BELL REGION
gellSouth/MCCA
Communications Ind {Pactel)
Communications Ind (Pactel)

(2]
— Cellular

— Cellular
— Paging

BeliSouth/MCCA — Cellular
BELL ATLANTIC REGION

|_{ BellSouth Mability Inc — Cellular
BeliSouth/MCCA — Cellular
Communications Ind (Pactel)  — Paging
BELLSOUTH REGION
Communications ind (Pactel)  — Cellylar
Communications Ind (Pactel)  — Paging
A. Beep’- {Bell Atlantic) — Paging
AMERITECH REGION
Communications Ind (Pactel)  — Paging
Be!lSouth/MCCA — Cellular
A. Beeper (Bell Atlantic) — Paging

Figure MB.3. Mobile Competition Among Yormer Bell System c::-pnniosl

Source: RBOC submigsioans.
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carriers were operating in nearly half of the top-ninety markets, and
only one carrier was operating in almost forty of the top-ninety
markets. In markets with two operating cellular systems, price and
service, Parpetiticn is intense, at both the wholesale and retail

levels. There is also competition among resellers who purchase
cellular service in bulk from the facilities-based carriers at wholesale
rates and then provide service to their own customers.

The RBOCs and GTE are major providers of cellular radio services.
Their LECs operate most of the cellular radio systems within their own
regions. Within the last year, the BOCS have been increasing their
presence in cellular radio services cutside their region. Pacific
Telesis, for example, now has equity interests in the non-wireline
cellular systams i several out-of-region markets, including, Atlanta,
Tanpa-St. Petersburg, Omaha, Louisville, and Dallas, US West operates
the non-wireline system in San Diego, where it competes head-to-head
against Pacific's wireline system. Out-of-region campetition among BOC
cellular systems will increase significantly with Soutiwestern's pending
acquisition of Metrumedia's cellular interests in six ocut-of-reg:ir.:
markets, and BellScuth's joint venture with Mobile Communications
Corporation of Amarica's cellular systems in twelve gx\t-of.-regim
markets. -

While these ansolidations are concentrating a large market share
in former members of the Bell family, campetition is not being visibly
urdermined; indeed, it quite possibly is being enhanced. Wherever they
are permitted to, the RBOCs are campeting vigarously against each other.
No oligopolistic entent cordiale among the RBOCs has emarged.

All mobile radio services require access to the local exchange for
the completion or initiation of mobile calls. PagHug services are
reached exclusively through the landline exchange. Ard landline

J‘In Chicago. for example. competition at the wholesale level focused on price and
esulted in a rapid decline in rates. In the New York/New Jersey and Boston aress price
ompetition has also been vigorous. NIYNEX Mobile. for example. has discontinued sirtime
harges for incomplete calls. discontinued or reduced feature activation charges.
ntroduced volume discounts, and offered demonstration periods.

Jsu RCC providing & paging service obtains trunk lines from the ceatral office to
e paging system terminsl. Depending on the types of paging services provided. oae trunk
{11 often suffice for seversl hundred paging custowmers. A perscn initiating a page dials
1@ receiver’'s locel telephone number. The csll is switched to the RCC paging terminal.
id the LEC also transmits the last four digits dialed. The calling party say then
-ansmit additional inforwation by veice or using the telepbone’s touch-toae keypad. The
C paging terminal relays the message (or sisply the dialed-number for a tone-only pager)

the ACC's base station. usually cver telephone company private-line circuits. and hence

the pager over the air. Some paging operators allow their customers to be paged toll-
ee from outside the local calling area. These operators use ‘sither foreign exchange
rvice or INWATS., the equivalent of an 800 service.
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phones cutrumber mobile phones by three-hundred to cne: a local call o
or fram a mobile phone is thus very likely to pass through the local
exchange. LEC facilities are also used extensively to link cellular
transmitters to the MISO, and to link the MISO to interexchange carriers
for the campletion of long distance calls.’® Providers of mobile
servicesmstalsoobtainblock%oftelepraemnbe:sfmtmnmto
assign to individual receivers.

Interconnection

LEC revenues fram providing intercamnection to competing mobile
carriers are minimal campared with the reverwes at stake in capturing a
laxrger share of the mobile services market. Market factors alane
gmfcredomtinpcsomnhdisciplimmmmsicnoflocal

terconnection.

Regulation, on the other hand, :Ispervasive.” As far back as
1949, ﬂamwdtnobaofthacatpetitivaadvmtagesth?tumma
wireline carrier's control of local landline facilities.'® 1In its 1967

3691:0:: connection from & cellulsr switch to an IC's POP is possible over LEC-
supplied lines of other dedicated transmission links. One of the first such arrangements
was reportedly completed in February 1986, between NewVector. the cellular armof U 8
West. and ATGT. Ses NewVector Signs Direct Connection Agreement with ATET. Communications
Week 29 (Feb. 3. 1986).

37111 1977 the FCC noted that interconnection issues between LECs and RCCs include
RCC status as common carriers: reasonable interconnection terms and conditions by
wirelines on reasonable request Dy RCCs: form of transaission over radio transaitter
links: availability of seven-digit telephone numbers and charges therefor: sffective
lisison srrangements: elimination of maintenance charges: directory listing practices:
rationelizstion of end user taxes: s plan for single-number sccess to one-vay signaling
systams related to usage: resale of INWATS service: compensation to RCCs for handling toll
traffic and continued recognition of new technology and innovations. See Interconnection

Between Wireline Telephone Carriers snd Radioc Common Carriers. 63 F.C.C.24 87 (1977).
s

) The Decree Court generslly deferred issues of interconnection of radio carriers
to the FCC. See United States v. Western Electric. supra, 552 F. Supp. st 131. 196 n. 269
(D.D.C. 1982), aff'd mem. sud nom. Maryland v. Unjted States. 460 U.S. 1001 (1983). When
it granted esrly waivers to permit BOCs to offer limited. interLATA. mobile services the
Court did. however., require the »0Cs to offer each non-wireline licensee interconnection
on the same terms and conditions. including price. as they provide to their own mobile
redio systems. The Court also required the 30Cs to lesse all interlATA facilities for
their mobile radio systems from interexchange carriers on the same terms asvailable to
competitors. See United States v. Western Electric Co.. supra. 578 F. Supp st 631-632.

3
'gc_g Cenersl Mobile Radio Service. 13 F.C.C. 1190, 1231 (1949). However. the FCC

believed at the time that interconnection was best left to individual negotiastions. snd it
exhorted the landline carriers to provide interconnection. ATET end the local Bell
Operating Companies nevertheless refused to provide interconnection to competing RCCs
until 1960. In 1960 ATET sgreed with the National Mobile Radioc System (NMRS) to
interconnect RCCs upon a finding that interconnectios would be in the public intecest.

But interconnection onm this loose standard remained Adifficult to obtain. A complaint was
tiled by MRS with the FCC and was pending for over $ years.
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assigment of spectrum for paging purposes the FOC adopted three
specific "equal access" rules delineating the terms of competition
between the wireline carriers (who received ane half of the available
spectrum) and the RCCs. Wireline carriers were required to offer the
non-wirelines the same type of interconnection, at the same tariffs, and
mthaccesstothesqredisoamts as they offered to their own, mobile-
service, affiliates. These intercamection principles were
subsequently extended to two-way mobile services as well,* ! and 1ater
formed the basis for the FCOC's cellular interconnection requirements.

An FCC ¢ investigation into the Bell System's intercannection
practices ~ resulted in a 1975 settlement agreement between ATST, cther
wireline telephane canpanies, and the National Association of
Radictelephone Systams, ﬂuates-t:abujslﬁdintammtimstarﬂardsarﬂ
contained an "illustrative tariff.""” The Cammission cxrently requires

40
The FCC explsined:

The licensee shall offer to make available to the non-wireline
carriers for one-way signaling purposes the same dial access
interconnection facilities as those utilized by the wireline common
carriers in the community: further that the charges for such
interconnection. and all other facilities of the wireline company
used by the non-wireline carriers in the one-way signaling service...
shall be identical with those costs used by s wireline company... and
finally. if s wireline carrier offers or purports to offer any free
or reduced rate service in connection with its one-way signaling
service, it shall provide the identical service so offered or
purported to be offered to customers of any competing non-wireline
carrier at the same reduced rate or free of charge.

See Amendment of Part 21 of the FCC's Rules. 12 F.C.C.2d 841. 8352, recon. denied.

14 7.C.C.2d4 269 (1968). sff'd sub nom. Radio Relay Corp. v. FCC. 409 F.2d 322 (2nd Cir.
1969.)
Marine Mobile Radio. Iac.. 63 F.C.C.24 266. 269 (1977).

42
AT&T (Offer of Pacilities for Use by Other Common Carcriers). 32 F.C.C.2d 727.
733 (197%).

63 F.C.C.2d 87. 89-95 (1977). The FCC identified the following principles underlying the
industzy settlement:

First. RCCs are entitled to intercomnection on ressonabdle terms and conditions,
including arrangements necessary to establish physical connections for the interexchange
of traffic and other facilities aa RCC requires for operatioa of its systems.

Second. RCCs ars not to be coasidered end users of wirelines' services.

Third. RCCs are entitled to one-third of all interstate and iatrsstate toll
message charges originating sent-paid from stations. or placed on & received-collect basis
to stations. on their systems.

Pourth. wirelines should make available seven-digit telephone numbers for each
Paging device or two-day mobile unit of an RCC subscriber.

Fifeh, BOCs should adopt a paging service plan. the charge for which is to be
‘more related to usage® than arrangements sntedating 197S.

Sixth., 30Cs must allow ressle of their intrastate INWATS service by RCCs' paging
operations. to the extent such ressle is consistent with state tariff requirements.

By its terms. the 1977 Memcrandum of Understanding wes to expire on Jenuary 31.
1980. At the request of tne parties. it was extended until July 31. 1940, so that & new
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almmmmamblemmﬂmmaw ts to mobile
radio licensees for the provision of mobile radio service.*

The angoing FCOC regulation of cellular services illustrates the
requlatory principles in practice. The interconnection issues for non-
wireline cellular carriers center on the form of interconnection offered
by the LEC and an access to telephone numbers issued by the LEC. In its
1982 Reconsideration Order, the FCC declared that its interconnection
requirements were intended to provide camnpeting carriers with "equal" or
"equivalent” access to the local exchange network, "while permitting the
carriers involved to negotiate specific intaroaract}m arrangements to
accammodate differences in cellular system design."*® The FOC
identified several specific interconnection standards, such as requiring
every wireline carrier applying for a permit to describe its proposed
intercornection plans with enough specificity‘ ‘to allow campetitors to
fashion similar intercomnection arrangements. At the same time, the
Pmmftwir-li:naﬂmwinlimcurimfreetcrego‘qatac&u
arrangements, as technological considerations warranted.

Three basic types of intercomnection arrangements are available to
canect the cellular system's Mobile Telephone Switching Office (MTSO)
to the local lardline network. Type 1 interconnection treats the MTSO

(footnote(s) coatiaued)
agreement could be negotisted. 7The new agreement. wvhich the FCC sccepted in October.
1980. Interconnection Between Wireline Telephone Carriers and Radio Common Carriers. 80
F.C.C. 24 352 (1980). continued the terms of the 1977 MOU and edded two aew proviaions.
Pirst. operating telephone companies agreed tO lower their rates for centrsl office
numbers in recognitioa of the short duratioa of paging calls. Id. at 377-78. Second.
AT&T agreed to implement a Single Number Access Plan. under which RCCs offering wide ares
paging services that transcend operating companies’' exchange ares bdoundaries could provide
service with one paging number. resulting in lower costs. Id. at 378-79.

Just prior to divestiture. RCCs across the natioa received notifications from -the
BOCs that agreements based on the 1980 Memorsndum of Understanding would not be renewed
sfter their termination in late 1983. 1In place of the negotiasted agreements. the B80Cs
sought to impose access charges. Despite over five years of explicit recognition that
RCCs are co-carriers. the BOCs attempted to justify such charges on the theory that RCCs
were either end users or interexchange service providers. The FCC rejected BOC arguments
ia support of access charges for paging end conventionsl mobile radioc systems stating that
“RCCS are not end users except to the extent that they use exchange facilities for
administrative purposes® and that RCCs “are not and should not be treated as interexchange

carriers . . .. MTS/MATS Market Structure. 97 F.C.C. 24 834. $82-83 (1%84).

“go_ Amendment of Part 21 of the FCC's Rules, 12 P.C.C.2d 841 (1968). recom.
denied. 14 7.C.C.24 2¢9. aff'd sud nom. Radio Relay Corp. v. FCC. 409 7. 24 269 (2nd Cir..
1968): and Cellular Communications Systems. 89 F.C.C.24 38. 80-82 (1982): Cellular

Communjications Systems. 90 F.C.C.24 571, 576-577 (1902).
43
Cellular Communicaticns Systems. supra 89 7.C.C.24 at 01.
“Cou.uur Communications Systems. suprs 89 F.C.C.2d at 1.

47 :
Cellular Communicstions Systems. suprs 89 7.C.C.2d at 82.
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as a PBX served primarily by a single end office. Type 1
interconnectiaon offers inferior transmission quality, does not permit

ts under which interexchange carriers bill cellular
subscribers directly for toll calls, and makes inefficient use of MISO
switching facilities. Type 2A intercaonnection treats the MISO as a
tandem switch, with links to a number of LEC end-offices and other
carriers. This provides cellular carriers with lower interconnection
costs, flexible collection of custamer-specific billing data, flexible
adninistration of a numbering plan, and improved transmission. Type 28
interconnection offers, in addition, direct MISO interconnection with
specific, high-volume end-offices. The MISO routes the cellular traffic
directly to other end offices and interexchange carriers and functions
as a co-carrier.

For a period, several BOCs refused to provide Type 2
interconnection to non-wirelins carriers. Non-wirelines were forced to
dmsebetwemacceptingﬁpelmtumnctimmddslaymgﬁnstart
of service until the issue was resolved.* Numerous camplaints were
filed by non-wireline carriers with state PUCs and the FCC, and a few
BOCs threatened to cut off interconnection altogether if non-wirelines
refusedtoameretombfanadcmtractsforTypelmtamanactim“

T

i Telocator claims that none of the BOC wireline affiliates have requested Type 2
interconnection. Telocator contends that the unanimity of approach by the BOC affiliates
indicates their intention to sacrifice the aggressive development of cellular technology
as a potential substitute for local exchange services.

“lcr exanple. Indiana Bell. a subsidiary of Ameritech, refused to comnect the
non-wireline. Indianapolis Telephone Company. oo & Type 2 basis and the noa-wireline went
on line with Type 1 in January 1984. Ia late 1984. the BOC threatened to cut off the
interconnection facilities if tie noa-wireline did not enter ianto a Type 1 coatract that
it had on the table. and the non-wireline filed interconnection complaints with the
Indiana Public Service Commission and the FCC. As & result of its FCC complaint. the non-
wireline received a partial settlement ten moaths later under which Indiana Bell
acknowledged the non-wireline's right to Type 2 interconnection. See Indianapolis
Telephone Company's Proposed Pindings of Fact aad Order. In the Matter of Emergency
Petition of Indianapolis Telepbone Company to Prevent Disconnection by Indiana Bell

Teleghone Company. Inc.., filed with the State of Indiana Public Service Commission. Cause

No. 37671, November 12. 1983: Stipulation of Partial Settlement--Technical Matters. filed
with the Federsl Communicatioas Cosmissioa in E-55-5, October 11. 1985. The FCC recently

dismissed a related complaint. finding no evidence that Indians Bell had engaged in
anticompetitive behavior. Iadianapolis Tele e v. Indiana BSell Tele e Co.
FCC File No. E-83-5 (rel. Oct. 16. 1986).

Ohio Bell. Cincinnati Bell and Wisconsin Bell would oot give Type 2
interconnection to the nom-wirelines in Akrca. Cleveland. Cincinneti. Caatom,. Columbus.
Dayton snd Milwaukee. respectively. The negotiatiocns with Ohic Bell had made 0o progress
after twelve months of discussioa. and Cincinnati Bell flstly refused to provide Type 2
interconnection. On November 13. 190S. six non-wirelines filed a complaint with the
Public Utilities Commission of Ohio. Ia early 1986 both Cincinnati Bell and Ohio Bell
formally acknowledged that Type 2 would be acceptable. In the interim. however. the
Cleveland non-wireline was forced to go oa lise with Type 1 interconnectioa. 1Ia
Milwaukee. the state PSC required the uog-vtnuno to use Type 1 arrangements while the
issue is Being considered by the state PSC.




